DETERMINATION OF PROFITS
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The Survey of Current Business for April, 1946, reports the following
amounts of corporate profits for all corporations, both before and after
provision for Federal and state income and excess profits taxes.

'In billions of dollars)

Year
	Before taxes
	After taxes

192!) ............................
	$   9.8
	$8.4

1936-1939 average .......
	5.3
	3.9

1940
	9 2
	6 3

1941           .......
	17.1
	9.2

1942 .................
	21 0
	9.2

1943
	24 9
	9 9

1944      ........
	24 1
	9.8

1945 ........................
	20.9
	9.1


	
	

QUESTIONS AND SUGGESTIONS
1.  What causes the confusion in the use of the term profit?   How does the accountant
use this term?
2.  Why is the determination of profit especially important in corporation finance, in
comparison with the financing of a sole proprietorship?
3.  What is the meaning of net profit?
<L Which kind of profit and loss statement can be made more intelligible, a highly
condensed statement or a detailed one?  Why?
5.  Who determines the form and contents of income statements?  How reliable are
such statements?
6.  What reservations must be made about independent audits?
7. List several accounting conventions.  How do you think they originated?
8.  Give several instances of "judgment" items in accounting statements.
9. What is the starting entry in building up an income statement?   What various
words are used to identify this entry?
10.  How important is the net sales entry?  What does the cost of sales include?
11.  What do administrative and general expenses include?
12.  Differentiate between operating and nonoperating income.  Give examples of
the latter.
13.  Why is interest sometimes treated differently in accounting than in corporation
finance?
14.  What is a nonrecurring item?  Mention several.
15.  Distinguish between deferred and prepaid expenses, and give examples of each.
16.  What are current tendencies in accounting practices with respect to items
involving previous periods?
17.  What is meant by distortion of profits?  How is this accomplished?  What
remedies have stockholders where profits are distorted?
18.  WThat are comparative statements?  Why are they useful?
19.  What kinds of supplementary information would assist readers of income state-
ments?